January 30, 1980

SECTION I
ELECTRIC UTILITY  INDUSTRY

The Electric utility industry is the only discrete energy sector
isolated for consideration in this guidance document*    This is
a result of the industry's unique characteristics that cut across
fuel  types and energy technologies.    Additionally, this industry
defies categorization as either an energy demand or supply sector.
Its primary factor input of production is energy (coal,  uranium,
oil  and gas) and its only product is also energy (electricity).
Additionally, the ownership and regulation of the industry make
it a key target for analysis, particularly with regard to national
energy policy.

I.    KEY FEDERAL OBJECTIVES

A.      ADEQUATE AND RELIABLE BULK POWER SUPPLY

An overarching objective of Federal energy policy must be the
assurance of an adequate and reliable supply of electric power both
in the near term and the long term.    With the increasing  uncertainty
associated with electric load forecasting, nuclear power,  environmental
considerations and security of fuel  supplies,  It is becoming  more
difficult to plan future generation systems with sustained levels
of assurance that they will be able to provide adequate service to
the economy.    To an increasing extent,  "emergency preparedness" will
become a key measure on the adequacy of future electric supply
systems.    In particular, the ability to withstand fuel   supply
interruptions will  be a measure of system integrity.

Federal  policy in this area is not as coordinated as it should be.
Efforts such as the National Power Grid Analysis,  establishment of
emergency whelUng tariffs, and development of future technologies
will  all   potentially serve to enhance overall   electric system
reliability.'  However, overall Federal coordination of these
efforts for the express purpose of optimizing  the security of
electrical   power supplies does not exist.    Most of this authority
resides at the State level  along with the overall  control  of the
rate-setting  and financial condition of the industry.

B.      OIL IMPORT REDUCTION

Consistent with national  energy policy, the key long-term objective
of Federal  energy policy in the electric utility sector is to
minimize the use of oil  and gas to the extent justified by economics.

The President's duly 15 energy message established, among  other
things,  an objective of displacing  50 percent of the steam-based
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